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annual accounting periods, in deter-
mining the tax: 

(i) Shown on the return for the pre-
ceding taxable year (for purposes of 
section 6654(d)(1)), or 

(ii) Based on the personal exemptions 
and rates for the current taxable year 
but otherwise on the basis of the facts 
shown on the return for the preceding 
taxable year, and the law applicable to 
such year (for purposes of section 
6654(d)(4)), 

the tax will be reduced by multiplying 
it by the number of months in the 
short taxable year and dividing the re-
sulting amount by 12. 

(2) If the taxable year for which an 
underpayment of estimated tax exists 
is a short taxable year due to a change 
in annual accounting periods, in 
annualizing the taxable income for the 
months in the taxable year preceding 
an installment date, for purposes of 
section 6654(d)(1)(C), the personal ex-
emptions allowed as deductions under 
section 151 shall be reduced to the same 
extent that they are reduced under sec-
tion 443(c) in computing the tax for a 
short taxable year. 

(3) If ‘‘the preceding taxable year’’ re-
ferred to in section 6654(d)(4) was a 
short taxable year, for purposes of de-
termining the applicability of the ex-
ception described in section 6654(d)(4), 
the tax, computed on the basis in the 
facts shown on the return for the pre-
ceding year, shall be the tax computed 
on the annual basis in the manner de-
scribed in section 443(b)(1) (prior to its 
reduction in the manner described in 
the last sentence thereof). If the tax 
rates or the taxpayer’s status with re-
spect to personal exemptions for the 
taxable year with respect to which the 
underpayment occurs differ from such 
rates or status applicable to the pre-
ceding taxable year, the tax deter-
mined in accordance with this subpara-
graph shall be recomputed to reflect 
the rates and status applicable to the 
year with respect to which the under-
payment occurs. 

[T.D. 6500, 25 FR 12149, Nov. 26, 1960, as 
amended by T.D. 7427, 41 FR 34033, Aug. 12, 
1976]

§ 1.6654–4 Waiver of penalty for under-
payment of 1971 estimated tax by 
an individual. 

(a) In general. Section 207 of the Rev-
enue Act of 1971 provides that, in the 
case of individuals, the penalty pre-
scribed by section 6654(a) and § 1.6654–1 
for underpayment of estimated tax 
shall not apply in certain cases to tax-
able years beginning after December 31, 
1970, and ending before January 1, 1972. 
The penalty shall be waived only if the 
taxpayer meets one of the gross income 
requirements contained in paragraph 
(b) of this section and if the limitation 
contained in paragraph (c) of this sec-
tion is not applicable. 

(b) Gross income requirement. Except 
as provided in paragraph (c) of this sec-
tion, the waiver provided in paragraph 
(a) of this section shall be applicable 
only: 

(1) If the gross income for the taxable 
year does not exceed $10,000 in the case 
of: 

(i) A single individual who is neither 
a head of a household (as defined in 
section 2(b)) nor a surviving spouse (as 
defined in section 2(a)), or 

(ii) A married individual not entitled 
under section 6013 to file a joint return 
for the taxable year, or 

(2) If the gross income for the taxable 
year does not exceed $20,000 in the case 
of: 

(i) A head of a household (as defined 
in section 2(b)) or 

(ii) A surviving spouse (as defined in 
section 2(a)), or 

(3) If the aggregate gross income for 
the taxable year does not exceed $20,000 
in the case of a married individual (en-
titled under section 6013 to file a joint 
return for the taxable year) and his 
spouse. 

(c) Limitation. Notwithstanding any 
other provision of this section, the 
waiver provided in paragraph (a) of this 
section shall not be applicable if, in the 
taxable year, the taxpayer has income 
from sources other than wages (as de-
fined in section 3401(a)) in excess of $200 
($400 in the case of a husband and wife 
entitled to file a joint return for the 
taxable year under section 6013). Thus, 
for example, even if the aggregate 
gross income of a husband and wife (en-
titled under section 6013 to file a joint 
return for the taxable year) does not 
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exceed $20,000, the waiver of the pen-
alty for underpayment of estimated tax 
shall not apply if the husband and wife 
have, in the aggregate, income from 
sources other than wages in excess of 
$400. 

[T.D. 7282, 38 FR 19028, July 17, 1973]

§ 1.6654–5 Applicability. 
Section 6654 is applicable only with 

respect to taxable years beginning 
after December 31, 1954. Section 294(d) 
of the Internal Revenue Code of 1939 
shall continue in force with respect to 
taxable years beginning before January 
1, 1955. 

[T.D. 6500, 25 FR 12150, Nov. 26, 1960. Redesig-
nated by T.D. 7282, 38 FR 19028, July 17, 1973]

§ 1.6655–1 Addition to the tax in the 
case of a corporation. 

(a) In general. (1) Section 6655 imposes 
an addition to the tax under chapter 1 
of the Code in the case of any under-
payment of estimated tax by a corpora-
tion (with certain exceptions described 
in section 6655(d)). This addition to the 
tax is in addition to any applicable 
criminal penalties and is imposed 
whether or not there was reasonable 
cause for the underpayment. The 
amount of the underpayment for any 
installment date is the excess of: 

(i) 70 percent of the tax shown on the 
return for the taxable year or, if no re-
turn was filed, 70 percent of the tax for 
such year, multiplied by the percent-
age of estimated tax required to be 
paid on or before the installment date, 
over 

(ii) The amount, if any, of the install-
ment paid on or before the last day pre-
scribed for such payment. 

(2) The amount of the addition is de-
termined at the annual rate referred to 
in the regulations under section 6621 
upon the underpayment of any install-
ment of estimated tax for the period 
from the date such installment is re-
quired to be paid until the 15th day of 
the third month following the close of 
the taxable year, or the date such un-
derpayment is paid, whichever is ear-
lier. For purposes of determining the 
period of the underpayment (i) the date 
prescribed for payment of any install-
ment of estimated tax shall be deter-
mined without regard to any extension 

of time, and (ii) a payment of esti-
mated tax on any installment date, to 
the extent that it exceeds the amount 
of the installment determined under 
subparagraph (1)(i) of this paragraph 
for such date, shall be considered a 
payment of the previous under-
payment, if any. 

(3) The term tax as used in subpara-
graph (1)(i) of this paragraph means the 
excess of the tax imposed by section 11 
or 1201(a), or subchapter L, chapter 1 of 
the Code, whichever is applicable, over 
the sum of $100,000 and the credits 
against tax provided by sections 32, 33, 
and 38. However, for the rule with re-
spect to the limitation upon the 
$100,000 exemption for members of cer-
tain electing affiliated groups, see sec-
tion 243(b)(3)(C)(v) and the regulations 
thereunder. 

(4) For special rules relating to the 
determination of the amount of the un-
derpayment in the case of a corpora-
tion whose income is included in a con-
solidated return, see § 1.1502–5(b). 

(b) Statement relating to underpayment. 
If there has been an underpayment of 
estimated tax as of the installment 
date prescribed for its payment and the 
taxpayer believes that one or more of 
the exceptions described in § 1.6655–2 
precludes the assertion of the addition 
to the tax under section 6655, it should 
attach to its income tax return for the 
taxable year a Form 2220 showing the 
applicability of any exception upon 
which the taxpayer relies. 

(c) Example. The method prescribed in 
paragraph (a) of this section of com-
puting the addition to the tax may be 
illustrated by the following example:

Example. A corporation using the calendar 
year basis reported on its declaration for 
1955, estimated tax in the amount of $50,000. 
It made payments of $2,500 each on Sep-
tember 15, 1955, and December 15, 1955. On 
March 15, 1956, it filed its final income tax 
return showing a tax liability of $200,000. 
Since the amount of each of the two install-
ments paid by the last date prescribed for 
payment thereof was less than 5 percent of 70 
percent of the tax shown on the return, the 
addition to the tax under section 6655(a) is 
applicable and is computed as follows:
(1) Tax as defined in paragraph (a) of this 

section ($200,000¥$100,000 (no credits 
allowable under sections 32 and 33)) ........ $100,000

(2) 70% of item (1) ........................................ 70,000
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